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EXPOSURE DRAFT 
PROPOSED STATEMENTS ON STANDARDS 




MARCH 30, 1982 
Prepared by the AICPA MAS Executive Committee 
Comments should be received by July 15, 1982, and addressed to 
AICPA Management Advisory Services Division, File 1002 
AICPA, 1211 Avenue of the Americas, New York, N.Y. 10036-8775 
SUMMARY 
The proposed statement on MAS engagements provides guidance on the application of the MAS stan-
dards on professional competence, planning and supervision, sufficient relevant data, the role of the 
practitioner, the understanding with the client, client benefit, and communication of results. Among 
other things, it discusses documentation in relation to planning, the understanding with the client, and 
communication of the results. 
The proposed statement on MAS consultations provides guidance on the application of the general 
standards on due professional care, planning and supervision, and sufficient relevant data. It proposes 
that the four technical standards established for MAS engagements in SSMAS no. 1 be made applicable 
to MAS consultations. (Those four technical standards deal with the role of the MAS practitioner, under-
standing with client, client benefit, and communication of results.) The proposed statement addresses 
such matters as the practitioner's responsibility with respect to information furnished by the client, the 
importance of role clarification, and steps to avoid misunderstandings about the service. It notes that the 
nature and form of communication with a client in an MAS consultation is a matter of professional judg-
ment. 
This exposure draft has been sent to 
• Practice offices of CPA firms. 
• Members of AICPA Council and technical committee 
chairmen. 
• State society and chapter presidents, directors, and com-
mittee chairmen. 
• Organizations concerned with regulatory, supervisory, or 
other public disclosure of financial activities. 
• Persons who have requested copies. 
AICPA American Institute of Certified Public Accountants 1211 Avenue of the Americas. New York, New York 10036 (212) 575-6200 
March 30,1982 
Exposure drafts of the proposed second and third Statements on Standards for Management Advisory 
Services (SSMAS) accompany this letter. The proposed statement on MAS engagements provides guidance 
on the application of certain of the standards set forth in SSMAS no. 1. The proposed statement on MAS 
consultations provides guidance on the application of certain general standards and proposes that the 
four technical standards established for MAS engagements in SSMAS no. 1 he made applicable to MAS con-
sultations. 
If adopted, the proposed statements would complete a trio of fundamental pronouncements that the MAS 
executive committee has agreed should replace some fifty pages of earlier, non-binding MAS material in 
volume 1 of AICPA Professional Standards. That material is expected to be withdrawn on May 1,1982, the 
effective date of SSMAS no. 1. 
Comments or suggestions on any aspects of the two proposed statements in this exposure draft will be 
welcomed. Responses should be addressed to the AICPA Management Advisory Services Division, File 
1002, in time to be received by July 15, 1982. Written comments on the exposure draft will become part of 
the public record of the AICPA Management Advisory Services Division and will be available for public 
inspection at the offices of the American Institute of Certified Public Accountants after August 1,1982, for 
one year. 
Sincerely, 
Merle S. Elliott, Chairman 
MAS Executive Committee 
Monroe S. Kuttner 
Director, MAS Division 
PROPOSED STATEMENT ON STANDARDS FOR MANAGEMENT ADVISORY SERVICES 
MAS ENGAGEMENTS 
INTRODUCTION 
1. Statement on Standards for 
M a n a g e m e n t Adv i so ry Se rv i ces 
(SSMAS) no. 1, Definitions and Stan-
dards for MAS Practice, categorizes 
m a n a g e m e n t a d v i s o r y s e r v i c e s 
(MAS) as MAS engagements or MAS 
consultations. It defines an MAS en-
gagement as — 
That form of MAS in which an analyti-
cal approach and process is applied in a 
study or project. It typically involves 
more than an incidental effort devoted 
to some combination of activities relat-
ing to determination of client objec-
tives, fact-finding, opportunity or 
problem definition, evaluation of alter-
natives, formulation of proposed 
action, communication of results, im-
plementation, and follow-up. 
2. This statement provides guid-
ance on the application of certain 
of the standards set forth in SSMAS 
no. 1. 
NATURE OF MAS ENGAGEMENTS 
3. MAS engagements generally 
involve gathering and analyzing ap-
propriate information concerning the 
client's business, operating results, 
financial condition, systems and pro-
cedures or other matters needed for 
the development of conclusions and 
recommendations to assist a client to 
achieve its objectives. 
4. Engagements performed by 
MAS practi t ioners vary widely in 
size, complexity, staffing and time re-
quirements , and technical subject 
matter. Further , an MAS engage-
ment may require the joint participa-
tion of the MAS practitioner, the cli-
ent, and other personnel with the 
skills required to achieve the engage-
ment objectives. 
5. While performing an MAS en-
gagement , a prac t i t ioner may be 
asked to respond to a client inquiry 
on an MAS matter that is not related 
to the engagement. The nature of the 
inquiry and the response in such cir-
c u m s t a n c e s may fall w i t h i n t h e 
definition of an MAS consultation, in 
which case the standards for MAS 
consultations would apply. 
PROFESSIONAL COMPETENCE IN 
MAS ENGAGEMENTS 
6. Professional compe tence in 
performing MAS engagements in-
cludes an abili ty to identify and 
define client needs, select and super-
vise appropriate staff, apply an ana-
lytical approach and process appro-
pr ia te to t h e e n g a g e m e n t , apply 
knowledge of the technical subject 
matter under consideration, commu-
nicate recommendations effectively, 
and, when required, assist in imple-
menting recommendations. 
7. An MAS engagement may re-
quire more than one individual and 
diverse technical skills. The MAS 
practitioner should carefully assess 
the combined abilities, education, 
and experience of the individuals on 
his staff, or otherwise engaged by 
him, who are to par t ic ipa te in a 
specific MAS engagement. In decid-
ing whether he or his firm can reason-
ably expect to complete the engage-
ment with professional competence, 
the MAS practitioner may also give 
consideration to the skills, education, 
and experience of client personnel 
and personnel from other organiza-
tions who have assumed responsibil-
ity for tasks related to the engage-
ment. 
PLANNING AND SUPERVISION 
IN MAS ENGAGEMENTS 
8. The MAS practitioner should 
plan and supervise an MAS engage-
ment in a manner that provides rea-
sonable assurance that the work is 
conducted in accordance with the un-
derstanding with the client and with 
the professional standards set forth in 
Statements for Standards for Man-
agement Advisory Services and the 
AICPA Rules of Conduct. 
9. If staff is needed, the MAS 
practitioner should determine that a 
sufficient number of persons with ap-
propriate skills and experience are 
available to perform the work. 
10. A plan should be developed to 
guide the conduct, supervision, con-
trol, and completion of the engage-
ment. The plan should be modified, 
if necessary, during the course of the 
engagement. Engagement planning 
should include consideration of the 
a p p r o a c h and tasks r e q u i r e d to 
achieve the engagement objectives. 
11. The MAS practitioner should 
exercise professional judgment con-
cerning the level of documentation 
and the amount of supervision re-
quired, based on the experience of 
the persons involved and the com-
plexity and duration of the assign-
ment. 
12. An MAS engagement should 
be directed by an individual who is 
competent to supervise the person-
nel assigned, evaluate the quality and 
completeness of the work performed, 
and accept responsibility for success-
ful completion of the engagement. 
SUFFICIENT RELEVANT DATA IN 
MAS ENGAGEMENTS 
13. The MAS practitioner should 
obtain sufficient re levant data to 
complete an MAS engagement in a 
professional manner consistent with 
the understanding with the client. 
Sufficient relevant data may be ob-
tained by interview, observation, re-
view of client documents, research, 
computation, and analysis. The na-
ture and quantity of information that 
constitutes sufficient relevant data 
will vary with the scope and circum-
stances of each engagement. It nor-
mally consists of information needed 
to analyze the courses of action that 
might be considered. Sufficient rele-
vant data generally include informa-
tion that supports conclusions or rec-
ommendations. 
14. The MAS practitioner should 
exercise professional judgment in de-
termining the nature and quantity of 
information required to develop con-
clusions or recommendat ions that 
fulfill the objectives of the MAS en-
gagement. In making this determina-
tion, the MAS practitioner should 
consider the objectives, nature, and 
scope of the engagement, the costs of 
data gathering versus the benefits of 
added data, the intended use of the 
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engagement results, and related cir-
cumstances. The source, reliability, 
and completeness of the data, and 
any limitations thereof, should be 
considered in forming and reviewing 
conclusions and recommendations. 
ROLE OF PRACTITIONER IN MAS 
ENGAGEMENTS 
15. A pervasive characteristic of 
the practitioner's role in an MAS en-
gagement is that of being an objective 
advisor. In performing an MAS en-
gagement, the practitioner should 
not assume the role of management. 
Because of the various advisory ser-
vices that may he performed by the 
MAS practitioner and the singular re-
sponsibility of the client to make all 
management decisions, it is impor-
tant for the roles and responsibilities 
of all parties to be clearly defined in 
the understanding with the client. 
16. An MAS engagement should 
be structured to enable management 
to make decisions on matters requir-
ing action by providing for review 
and approval of the engagement find-
ings, conclusions, recommendations, 
and other results. The implementa-
tion of any course of action proposed 
in an MAS engagement must be au-
thorized by management. 
UNDERSTANDING WITH CLIENT 
IN MAS ENGAGEMENTS 
17. Prior to undertaking an MAS 
engagement, the practitioner should 
consider such matters as the follow-
ing in reaching an appropriate under-
standing with the client: 
• Engagement objectives 
• Nature of the services to be per-
formed 
• Engagement scope, including 
areas of client operations to be ad-
dressed and limitations or con-
straints, if any 
• Respective roles, responsibilities, 
and relationships of the MAS prac-
titioner, the client, and other par-
ties to the engagement 
• The anticipated engagement ap-
proach, including major tasks and 
activities to be performed and, if 
appropriate, methods to be used 
• The manner in which engagement 
status and results are to be commu-
nicated 
• Work schedule 
• Fee arrangements 
18. MAS engagements normally 
require a documented understand-
ing with the client, which may be in 
the form of an accepted proposal let-
ter, a confirmation letter, an engage-
ment arrangement letter, or a con-
tract . However, when an oral 
understanding is deemed appropri-
ate, a memorandum to file may be 
considered. 
19. Written documentation of 
the understanding may not be appro-
priate in some situations. Client 
confidentiality requirements or other 
engagement circumstances might ex-
plicitly preclude such documenta-
tion. The MAS practitioner should 
exercise professional judgment in de-
termining the documentation appro-
priate in the circumstances. 
20. If circumstances require a 
significant change in the nature, 
scope, or limitations of the services to 
be performed, the MAS practitioner 
should modify his understanding 
with the client. 
CLIENT BENEFIT IN MAS 
ENGAGEMENTS 
21. Before beginning an MAS 
engagement, the MAS practitioner 
should obtain an understanding of 
the possible benefits, both tangible 
and intangible, that the client wishes 
to achieve. 
22. The MAS practitioner should 
not guarantee results either explicitly 
or implicitly. The ultimate achieva-
bility of results will depend on the ef-
fectiveness of client management in 
implementing the MAS practi-
tioner's conclusions and recommen-
dations and on client management's 
ability to address changes or uncer-
tainties. The MAS practi t ioner 
should communicate to the client any 
reservations concerning the achieva-
bility of the anticipated benefits. 
23. If potential benefits are 
quantified, they should be described 
as estimates, and the support for such 
estimates should be disclosed. If esti-
mated benefits or estimated costs 
change significantly during an en-
gagement, the client should be in-
formed. 
COMMUNICATION OF RESULTS IN 
MAS ENGAGEMENTS 
24. The principal findings, con-
clusions, recommendations, or other 
results of an MAS engagement, in-
cluding the major facts and assump-
tions upon which results are based, 
should be conveyed to the client, to-
gether with any limitations, reserva-
tions or other qualifications. 
25. During lengthy or complex 
engagements, interim client com-
munication is desirable. Interim 
communication encourages client in-
volvement and decision-making and 
keeps the client informed of results 
and progress. 
26. Final reports to a client may 
be written and/or oral depending on 
factors such as — 
• The understanding with the client. 
• The degree to which the engage-
ment results are provided to the 
client as the engagement pro-
gresses. 
• The intended use of engagement 
results. 
• Sensitivity or significance of mate-
rial covered. 
• The need for a formal record of the 
engagement. 
27. When an MAS practitioner 
does not issue a written report to the 
client, a memorandum to the file 
should be considered, outlining mat-
ters of consequence, such as results 
achieved and documentation pro-
vided to the client. 
EFFECTIVE DATE 
28. This statement is effective for 
MAS engagements undertaken on or 
after 
PROPOSED STATEMENT ON STANDARDS FOR MANAGEMENT ADVISORY SERVICES 
MAS CONSULTATIONS 
INTRODUCTION 
1. Statement on Standards for 
M a n a g e m e n t Adv i so ry Se rv i ces 
(SSMAS) no. 1, Definitions and Stan-
dards for MAS Practice, categorizes 
m a n a g e m e n t a d v i s o r y s e r v i c e s 
(MAS) as MAS engagements or MAS 
consultations. It defines an MAS con-
sultation as — 
That form of MAS based mostly, if not 
entirely, on existing personal knowl-
edge about the client, the circum-
stances, the technical matters in-
volved, and the mutual intent of the 
parties. It generally involves advice or 
information given by a practitioner in a 
short time frame. Usually, information 
is received through discussions with 
the client and, by mutual agreement, is 
accepted by the practitioner as repre-
sented. The nature of an MAS consul-
tation and the basis for the practi-
t ioner 's response are genera l ly 
communicated to the client orally. The 
prac t i t ioner ' s r e sponse may be 
definitive when existing personal 
knowledge is deemed adequate; other-
wise it may be qualified, in which case 
limitations are stated. A qualified re-
sponse often reflects cost, time, scope, 
or other limitations imposed by the cli-
ent's specific circumstances. 
2. This statement provides guid-
ance on the application of certain of 
the general standards of the profes-
sion (see SSMAS no. 1) to MAS con-
sultations and establ ishes cer ta in 
technical s tandards appl icable to 
MAS consultations. 
NATURE OF MAS 
CONSULTATIONS 
3. MAS consultations may occur 
while the practitioner is performing 
other professional services, such as 
audi t , r ev iew, or compi la t ion of 
financial statements, tax services, or 
an MAS engagement. MAS consulta-
tions also may be the only type of 
service provided to a client. They 
may entail advice concerning a single 
matter or continuing consultations on 
a wide variety of matters. MAS con-
sul tat ions may occur casually in 
phone conversations, take place in 
non-business settings, transpire dur-
ing periodic meetings at the client's 
or practitioner's offices, or may entail 
specific w r i t t e n i nqu i r i e s or re -
sponses. 
4. MAS consultations may con-
stitute a significant portion of a prac-
titioner's services to a client. Implicit 
and explicit understandings between 
the practitioner and the client form 
the basis for client reliance on the 
professional advice that is given. An 
MAS consultation generally is based 
on the practitioner's existing personal 
knowledge of the technical matters in 
question and those aspects of the cli-
ent's financial, business, and, per-
haps, personal affairs to which the in-
quiry applies. D e p e n d i n g on the 
inquiry, the practitioner's response 
may be immediate or may be formu-
lated after reference to client file in-
formation and technical source mate-
rials, discussions with colleagues, or 
consideration of the advantages, dis-
advantages , and financial conse-
quences of available alternatives. 
5. An MAS consu l ta t ion may 
consist of advice in the form of ex-
plicit recommendations, guidance in 
the form of a suggested course of 
action or method of inquiry, limited 
analysis to determine options or the 
advantages and disadvantages of al-
ternative actions, or fact finding in 
the form of limited technical research 
on a specific matter. 
INTERPRETATIONS OF GENERAL 
STANDARDS 
6. The following paragraphs in-
terpret general standards of the pro-
fession (see SSMAS no. 1) as they ap-
ply to MAS consultations. 
Due Professional Care 
in MAS Consultations 
7. In an MAS consultation, the 
practitioner should exercise profes-
sional care that — 
• The advice furnished is clearly 
communicated. 
• The advice and the manne r in 
which it is given do not generate a 
degree of reliance that is inappro-
priate in light of qualifications that 
apply to the advice. 
Planning and Supervision in 
MAS Consultations 
8. The nature and extent of plan-
ning in an MAS consultation will vary 
with the complexity of the inquiry 
and the entity involved and usually 
will be entirely a mental process that 
includes the following steps: 
• Understanding of the inquiry and 
nature of service requested by the 
client 
• Consideration of knowledge of the 
entity and the subject of the in-
quiry 
• Determination of steps to be taken 
to respond to the inquiry 
• Application of the analytical ap-
proach 
If staff is used, supervision required 
will depend upon their qualifications 
and experience. 
Sufficient Relevant Data 
In MAS Consultations 
9. In an MAS consultation, the 
practitioner usually is furnished with 
information by a client that is not 
verified, corroborated, or reviewed, 
and the MAS practitioner often is not 
expected to obtain additional techni-
cal information. W h e n this is the 
case, the client ordinarily should be 
informed that the advice given is de-
pendent upon the accuracy and com-
pleteness of the unverified client in-
formation. 
10. The MAS practitioner should 
consider whe the r the information 
provided is relevant to the matter at 
issue and whether it appears to be 
sufficient to provide a basis for a 
definitive response to the client. If 
t he p rac t i t i one r does not obta in 
sufficient relevant information for 
that purpose, the practitioner should 
consider w h e t h e r a qualified re -
sponse can be given or whether a re-
sponse cannot be given without fur-
ther study and analysis. 
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TECHNICAL STANDARDS 
FOR MAS CONSULTATIONS 
11. The following technical 
standards apply to MAS consulta-
tions. They are established under 
rule 204 of the AICPA Rules of Con-
duct. 
Role of MAS Practitioner. In per-
forming an MAS consultation, an 
MAS practitioner should not assume 
the role of management or take any 
positions that might impair the MAS 
practitioner's objectivity.1 
Understanding With Client. An oral 
or written understanding should be 
reached with the client concerning 
the nature, scope, and limitations of 
the MAS consultation to be per-
formed. 
Client Benefit. Since the potential 
benefits to be derived by the client 
are a major consideration in MAS 
consultations, such potential benefits 
should be viewed objectively and the 
client should be notified of reserva-
tions regarding them. In offering and 
providing MAS consultations, results 
should not be explicitly or implicitly 
guaranteed. When estimates of 
quantifiable results are presented, 
they should be clearly identified as 
1
 An Institute member or his employee might 
at times serve in the role of management for a 
client. The Statements on Standards for MAS 
do not apply to situations in which the mem-
ber or his employee serve in that role; but, 
under rule 101 of the rules of conduct and 
Statement on Standards for Accounting and 
Review Services no. 1, independence might 
be impaired for the purpose of an audit, re-
view, or compilation of financial statements. 
estimates and the support for such es-
timates should be disclosed. 
Communication of Results. 
Significant information pertinent to 
the results of an MAS consultation, 
together with any l imitat ions, 
qualifications, or rese rva t ions 
needed to assist the client in making 
its decision, should be communi-
cated to the client orally or in writing. 
Role of Practi t ioner 
in MAS Consultations 
12. In the conduct of an MAS 
consultation, the MAS practitioner 
often functions as a general business 
advisor presenting recommendations 
to a client faced with decisions to 
make. The circumstances under 
which the service is provided require 
the MAS practitioner to recognize, 
and seek to minimize, the possibility 
that the client might erroneously 
conclude that the practitioner has — 
• Assumed responsibility for making 
the required decisions. 
• Guaranteed, through his recom-
mendations, the implicit or ex-
plicit benefits the client seeks. 
• Predicated his advice on full con-
sideration of all relevant informa-
tion. 
Client Understanding and 
Communication of Results in 
MAS Consultations 
13. In MAS consultations, the 
client inquiry, understanding be-
tween parties, and practitioner re-
sponse often occur in the same con-
versation. In such an environment, 
the practitioner, the client, or both 
may presume that the other has a 
knowledge and understanding of per-
tinent matters that actually were not 
communicated to the other party. 
The MAS practitioner should recog-
nize this possibility for misunder-
standing and take reasonable steps to 
prevent it by giving attention to mat-
ters such as — 
• The specific or general nature of 
the advice sought. 
• The financial and operational 
significance of the advice given. 
• The limitations, lack of certainty, 
or incompleteness of the informa-
tion. 
• The complexity of the inquiry, the 
advice, or the condit ions or 
qualifications that might attach to 
the practitioner's response. 
14. The nature and form of com-
munication with a client in an MAS 
consultation is a matter of profes-
sional judgment. In many cases, es-
pecially in connection with the prac-
titioner's general advisory role, 
circumstances will dictate that the 
understanding with the client and 
practitioner response be oral; in 
some cases the combination of cir-
cumstances in an MAS consultation 
might justify written communication 
to the client. 
EFFECTIVE DATE 
15. This statement is effective for 
MAS consultations occurring after 
